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Disposition Date: 10/22/2009

Implementation Date: 

Status: Approved-Closed

Comment:

 

After reviewing the letter of October 21, 2009, from Bonnie S. Albritton, L&E Actuaries & Consultants, we have reconsidered your request for the 25% rate

increase.

 

Effective on this date, we are approving the 25% level rate increase on this submission.  The approval is subject to the following conditions:

 

1.  Rate increases will not be given prior to the first annual anniversary date of any policy.

2. After the first annual anniversary date of any policy, increases will not be given more frequently than once in a twelve (12) month period.

3. All increases in rates, other than a change in age or an individual moving to another geographical area, must be submitted to our Department for approval.

 

Company Name: Overall %

Indicated

Change: 

Overall % Rate

Impact: 

Written

Premium

Change for

this

Program: 

# of Policy

Holders

Affected for this

Program: 

Written

Premium for

this Program: 

Maximum %

Change (where

required): 

Minimum %

Change (where

required): 

Protective Life Insurance

Company
25.000% 25.000% $35,138 26 $140,552 25.000% 25.000%
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Objection Letter

Objection Letter Status Pending Industry Response

Objection Letter Date 09/28/2009

Submitted Date 09/28/2009

Respond By Date 10/28/2009

Dear Brian Stentz,

This will acknowledge receipt of the captioned filing.  
 

Objection 1

- Health - Actuarial Justification (Supporting Document)

Comment:

 

Our Department has been working with insurance companies on the rate increases which they are submitting to our

Department.

 

The majority of the companies have been filing rate increases in excess of 15% on specified disease policies and other

limited benefit policies.  Our Department is requesting that the companies consider no more than a 15% increase due to

substantial increases in past years and/or the impact that another increase would have on the insureds during this

difficult economic time.

 

If you accept the 15%, please provide a revised actuarial memorandum along with the revised rates.

 

Thank you for your understanding and cooperation.
 

Please feel free to contact me if you have questions.

Sincerely, 

Rosalind Minor

Response Letter

Response Letter Status Submitted to State

Response Letter Date 10/21/2009

Submitted Date 10/21/2009
 

Dear Rosalind Minor,



-
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Comments: 
 

Response 1
Comments: Attached is our response to your 09-28-2009 objection letter

Related Objection 1

Applies To: 

Health - Actuarial Justification (Supporting Document)

Comment: 

 

 

Our Department has been working with insurance companies on the rate increases which they are submitting to

our Department.

 

The majority of the companies have been filing rate increases in excess of 15% on specified disease policies and

other limited benefit policies.  Our Department is requesting that the companies consider no more than a 15%

increase due to substantial increases in past years and/or the impact that another increase would have on the

insureds during this difficult economic time.

 

If you accept the 15%, please provide a revised actuarial memorandum along with the revised rates.

 

Thank you for your understanding and cooperation.
 

 

Changed Items: 
 

Supporting Document Schedule Item Changes 

Satisfied  -Name: Response 10-21-2009

Comment: 
 

No Form Schedule items changed.
 

 

No Rate/Rule Schedule items changed.
 

 

Sincerely, 

Rebecca Ewing
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Filing Method: Serff
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Effective Date of Last Rate Revision: 03/01/2009

Filing Method of Last Filing: Serff

Company Rate Information
Company Name: Overall %
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Change: 

Overall % Rate
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Premium

Change for
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Item Status: Status

Date:
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Comments:

Attachment:

AR Cover Letter.pdf

Item Status: Status

Date:

Satisfied  - Item: Authorization Letter Approved-Closed 10/22/2009

Comments:

Attachment:

L&E 2009 Certificate.pdf

Item Status: Status

Date:

Satisfied  - Item: Universal Transmittal Approved-Closed 10/22/2009

Comments:

Attachment:

AR Universal Transmittal.pdf

Item Status: Status

Date:

Satisfied  - Item: Outline of Coverage Approved-Closed 10/22/2009

Comments:

Attachment:

AR Outline of Coverage.pdf

Item Status: Status
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 Dallas 
 Glenn A. Tobleman, F.S.A., F.C.A.S. 
 S. Scott Gibson, F.S.A. 
 Cabe W. Chadick, F.S.A. 
 Michael A. Mayberry, F.S.A. 
 Steven D. Bryson, F.S.A. 
 Gregory S. Wilson, F.C.A.S. 
 David M. Dillon, F.S.A. 
 Bonnie S. Albritton, F.S.A.       
 Brian D. Rankin, F.S.A. 
 Robert E. Gove, A.S.A.          
 Sarah A. Hoover, A.S.A.     
 Wes R. Campbell, A.S.A.     
 Jacqueline B. Horstmann, A.S.A.      
 J. Finn Knox-Seith, A.S.A.      
 Robert B. Thomas, Jr., F.S.A., C.F.A. (Of Counsel) 
  

 Kansas City 
 Gary L. Rose, F.S.A. 
 Terry M. Long, F.S.A. 
 David L. Batchelder, A.S.A. 
 Leon L. Langlitz, F.S.A. 
 Gary R. McElwain, FLMI 
 Christopher H. Davis, F.S.A. 
 Thomas L. Handley, F.S.A. 
 Anthony G. Proulx, F.S.A. 
 Karen E. Elsom, F.S.A. 
 Jill J. Humes, F.S.A. 
 
 London / Kansas City 
 Roger K. Annin, F.S.A. 
 Timothy A. DeMars, F.S.A. 
 Scott E. Morrow, F.S.A. 

 

October 21, 2009 
 
Ms. Rosalind Minor 
Arkansas Insurance Department 
1200 W 3rd Street 
Little Rock, Arkansas 72201-1904 
 
Re: Protective Life Insurance Company 
 Rate Increase Filing – Cancer Policy Forms CA03, CA04, CA05, CA06, and CA08 
 State Tracking #  43558 
 SERFF Tracking #  LWEL-126289967 
 
Dear Ms. Minor, 
 
This is in response to your objection letter dated September 28, 2009.  
 
You indicated in your letter that the Department is concerned about the past rate 
increases and the impact of rate increases on policyholders in the current economic 
climate.  We understand and appreciate your concerns.  However, we respectfully ask 
you to reconsider the requested 25% increase.  We ask you to keep in mind that these 
supplemental policies have unlimited radiation and chemotherapy benefits, for which 
the trends in treatment costs have been much greater than anticipated twenty years 
ago, when the products were priced.  The past losses have been significant and we 
expect these significant losses to continue into the foreseeable future.   
 
Based on the projected loss ratios, we believe that the 25% rate increase is actuarially 
justified.  In fact, a significantly larger increase is justified, but Protective has chosen to 
limit the increase, in an effort to minimize the impact on policyholders. 
 
We have attached an exhibit showing the average annual trend increases and the average 
nationwide rate increases implemented in each year, along with the cumulative trend 
and rate increases.  As you can see the cumulative rate increases have been significantly 
lower than the cumulative trend. 
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Page Two 
October 21, 2009 
Rosalind Minor 
 
 
 
You will also see at the bottom of the exhibit, the five-year average annual trend, which is 
about 23%.  In our projections, we assumed a future trend rate of 20%.  Therefore, the 
Department’s proposed 15% rate increase is lower than the 2010 anticipated trend. 
 
We understand that rate increases, not only in insurance but in any sector of the 
economy given the current national and local economic environment, are both 
difficult to request and difficult to grant. In this regard, we note that less costly 
alternatives are available to policyholders, which still provide policyholders with 
valuable chemotherapy and radiation cancer treatment benefits. Since 2001, Protective 
has offered benefit reductions to most unendorsed policyholders in exchange for lower 
premiums. Protective continues to offer six different endorsements in an effort to help 
some policyholders reduce and stabilize their premium payments: 

 
• CE-21 and CE-21A limit radiation and chemotherapy benefits to $10,000 per 

insured per calendar year; 
• CE-33 and CE-33A limit radiation and chemotherapy benefits to $100,000 per 

insured during first service year and $30,000 per insured during each 
subsequent service year; and 

• CE-34 and CE-34A limit radiation and chemotherapy benefits to $50,000 per 
insured per service year. 

 

We appreciate your further consideration of this filing.  Please let us know if you have 
any questions. 
 
Regards, 
 
 
 
Bonnie S. Albritton, F.S.A., M.A.A.A. 
Vice President & Principal 

 



Protective Life Insurance Company

Cumulative Medical Trend vs. Cumulative Rate Increases

Unlimited Radiation & Chemotherapy Plans
Forms CA03, CA04, CA05, CA06, and CA08 without Endorsements
Nationwide without Florida

Year

Average 
Claim per 

Policy

 Annual 
Increase 

in Claims 

Cumulative 
Claim 

Increase

Average 
Premium 
Increase

Cumulative 
Rate 

Increase

1988 46.70         
1989 48.85         4.6% 4.6% 0.0% 0.0%
1990 70.65         44.6% 51.3% 0.0% 0.0%
1991 93.51         32.4% 100.2% 0.0% 0.0%
1992 112.43       20.2% 140.7% 12.9% 12.9%
1993 114.70       2.0% 145.6% 19.7% 35.2%
1994 138.77       21.0% 197.1% 0.0% 35.2%
1995 151.90       9.5% 225.3% 26.0% 70.4%
1996 195.30       28.6% 318.2% 0.0% 70.4%
1997 240.64       23.2% 415.3% 25.7% 114.2%
1998 317.50       31.9% 579.9% 23.9% 165.5%
1999 377.60       18.9% 708.6% 28.9% 242.2%
2000 466.33       23.5% 898.6% 39.7% 378.2%
2001 573.42       %23.0% %1127.9% %25.8% %501.7%
2002 806.44       40.6% 1626.8% 36.4% 720.6%
2003 971.88       20.5% 1981.1% 22.9% 908.2%
2004 1,156.99   19.0% 2377.5% 25.3% 1162.8%
2005 1,382.35   19.5% 2860.0% 16.8% 1375.5%
2006 1,657.67   19.9% 3449.6% 26.7% 1769.4%
2007 2,394.41   44.4% 5027.2% 30.7% 2342.4%
2008 3,167.47   32.3% 6682.5% 36.6% 3237.3%

Jun-2009 3,766.99   18.9% 7966.3% 39.0% 4539.4%

Average Medical Trend (excluding aging trend)
Arithmetic Average (5-year) 22.8%
Geometric Average (5-year) 22.4%

Assumptions Used in Projections 20.0%

C:\Clients\0289 Protective Life\0289-0903 2010 CA03 Rate Filings\AR\AR Response\[Claim Trend with Rate Increases.xlsx]Cum CC Incr

Lewis & Ellis, Inc. • Actuaries & Consultants 10/21/2009
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